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Brazil's External Obligations and Inflationary Pressures 


The 1955 Annual Report of the Bank of Brazil states 
that the Brazilian economy was dominated last year by a 
reduction in the country’s foreign trade and the per- 
sistence of inflationary pressures. Total exports, amount- 
ing to US$1,423 million, were 10 per cent less than in 
1954. But since imports declined by about 20 per cent, 
from $1,634 million in 1954 to $1,307 million in 1955, 
there was a favorable trade balance of $116 million. The 
decline in the value of exports was due largely to falling 
prices of coffee and cocoa, products which together with 
cotton constituted about 80 per cent of Brazil’s exports in 
the last five years. The decline in the average price of 
coffee was 28 per cent, and of cocoa 35 per cent. The 
decline in the value of coffee exports was partly offset by 
an increase in the volume of shipments, from 10.9 million 
bags in 1954 to 13.7 million bags in 1955. Cocoa ship- 
ments were practically the same in the two years, so that 
the decline in prices was reflected to the full extent in the 
value of exports, which fell from $136 million in 1954 to 
$91 million in 1955. The value of cotton exports declined 
from $223 million in 1954 to $131 million in 1955, mainly 
because of smaller volume, as there were no significant 
changes in the price of cotton. The export value of these 
three products together declined by $241 million in 1955, 
but other exports, comprising a rather long list of com- 
modities, increased by $102 million. 

The substantial contraction of imports in 1955 reflects 
the payments difficulties confronting Brazil since 1954. 
Less exchange was available for imports because part of 
current receipts had to be allocated to meet commitments, 
previously contracted, for the amortization of commercial 
arrears. The sharp decline of imports affected the rate of 
development of the Brazilian economy, which had been 
expanding rapidly. 

The balance of payments disequilibrium caused by a 
decline in foreign exchange receipts in the first half of 
1955 required the utilization by the Foreign Exchange 
Department in May of the normal line of credits extended 
by private U.S. banks. In addition, the Bank drew 
$45 million on the special credit of $75 million extended 
by the Export-Import Bank of Washington. In June, the 
revival of coffee exports to the United States resulted in 
substantial receipts of convertible foreign exchange, which 
made possible the repayment of the normal credits ex- 


tended by the U.S. banks and the total payment of the 
outstanding balance of old dollar commercial arrears. 
The only commercial arrears still outstanding are in 
sterling; they are being amortized at the rate of £6 mil- 
lion a year, according to the schedule agreed on October 1, 
1953. 

The payments of amortization and interest on the $300 
million loan to Brazil extended by the Export-Import Bank 
in 1953 have been made regularly, and the amount out- 
standing, including interest until May 1961 when the 
loan has to be totally repaid, has been reduced to $268.8 
million. Payments of interest on the $200 million loan 
with gold collateral contracted with a consortium of U.S. 
banks in November 1954 have been made regularly each 
quarter. Amortization of this loan will begin in No- 
vember 1959. 


On the whole, Brazil had in 1955 a balance of pay- 
ments surplus estimated at $241 million, resulting from 
a current account surplus of $21 million, a net inflow 
of private capital estimated at $79 million, a net inflow 
of official capital of $97 million (drawings of $216 mil- 
lion on official loans less amortization of $119 million on 
long-term loans), receipts of $5 million in official dona- 
tions, and other accounts, including errors and omissions, 
amounting to $39 million. Most of the $241 million sur- 
plus was used to reduce commercial arrears by $26 mil- 
lion and official obligations by $185 million; Brazil's 
holdings of gold increased by $1 million and its short- 
term foreign assets rose by $29 million. 

The Report expressed the hope that the “area of lim- 
ited convertibility” established by the multilateral pay- 
ments system, which had replaced the bilateral agree- 
ments with West Germany, the United Kingdom, the 
Netherlands, and the Benelux countries, would be ex- 
panded to include other countries. 

The cost of living in Brazil was affected by the dimin- 
ished availability of exchange for imports. The cost of 
foreign exchange to importers increased as smaller 
amounts of exchange offered at auction commanded 
higher bids, so that the landed cost of foreign goods also 
increased. This intensified the prevalent inflationary pres- 
sures, which have originated to a large extent from budge- 
tary deficits and excessive credit expansion. Although 


part of the inflationary problem may be solved by in- 
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creasing production and improving storage and distribu- 
tion facilities, economic and financial measures to re- 
strain expansionary forces are an essential part of an 
anti-inflationary program. Among such measures, the 


most urgent are the substantial reduction of the deficits 


Europe 


U.K. industrial Production 


Official estimates of industrial production in the United 
Kingdom indicate that total output is still leveling off. 
The ll-industries index for April, at 136-137 
(1948=100), compares with figures of 140 for March, 
141 for February, and 134 for April 1955. However, 
since Good Friday fell during March in 1956 and during 
April in 1955, a better comparison is obtained from the 
averages over a longer period. The U.K. Treasury esti- 
mates that in the first four months of 1956 the production 
index averaged 139, compared with 138 in the same 
months of 1955. When the months of March and April 
are taken together, total output was about the same in 
1956 as in 1955, but there were sharp changes in individ- 
ual industries. Output in the motorcar industry was 17 
per cent lower in March-April 1956 than a year earlier, 
and in the cotton-spinning industry it was 12 per cent 
lower. On the other hand, there were increases of 12 
per cent in the production of commercial vehicles and 
sulphuric acid, 9 per cent in cement, 8 per cent in rayon 
and other synthetic fibers, 74 per cent in crude steel, 
and 8 per cent in electricity generated. Coal output was 
unchanged. 

Index numbers adjusted for seasonal variations suggest 
that in January 1956 output was 4 per cent above the 
January 1955 level; that the increase was less than | per 
cent in February and March; and that in April output 
was, if anything, slightly lower than in April 1955. 


Source: The Times, London, England, May 30, 1956. 


Simplification of Exchange Controls in Switzerland 


A series of measures relaxing and simplifying controls 
on international payments in the controlled sector (i.e., 
essentially payments to and from countries with incon- 
vertible currencies) became effective in Switzerland on 
March 15 and May 1. These measures are in the nature 
of a reduction and simplification of the administrative 
requirements connected with such payments, and they 
are expected to ease considerably the administrative bur- 
den on the private economy, the authorized banks, and the 
central clearing institute. They leave unchanged the prin- 
ciple that all international payments in the controlled sec- 
tor are to be channeled through prescribed accounts. 
Ziircher 
April 21, 1956. 


Source: Neue Zeitung, TZiirich, Switzerland, 
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of the federal, state, and municipal governments, as well 
as those arising from the operation of such government 
enterprises as the railroads and the merchant marine. 

Source: Jornal do Commercio, Rio de Janeiro, Brazil, 


April 20, 1956. 


Norwegian Economic Measures 


Norway's list of free imports from members of the 
European Payments Union will be extended from 75 per 
cent to 77.5 per cent, effective July 1. The Government 
is also considering plans to ease, as of the same date, the 
restrictions on imports from dollar countries. These plans 
would make it possible to import from dollar countries 
goods on the so-called global quota. The establishment 
of a free list for the import of industrial raw materials 
from dollar countries is likewise under consideration. 
Finally, the list of Norwegian goods that may be exported 
freely is due to be extended from 44 per cent to 47 per 
cent for both EPU and dollar countries. 

Norway's foreign exchange holdings increased from 
NKr 1,055 million on January 1, 1955 to NKr 1,480 mil- 
lion on March 31, 1956. In the same period, industrial 
production increased by about 7 per cent. In view of 
these favorable developments, the Government believes 
that an easing of import restrictions is warranted. 

It has also been announced that a new four-year pro- 
gram, which will cover the Parliament period 1958-61, 
will be prepared in time for study by the Parliament 
elected for the 1954-57 period. At the same time it was 
reported that, in most instances, the targets of the present 
four-year program have been reached or exceeded. It is 
estimated that by the end of this year the cost of living 
index will have risen to 151 or 152 (1949100), from 
143 at the beginning of the year, as the result of wage 
and price adjustments negotiated during the spring set- 
tlements. The Government is considering new measures 
that may prove necessary to stabilize the economy. 
Source: Norwegian Information Service, News of Nor- 


way, Washington, D.C., May 31, 1956. 


Economic Developments in Sweden 


Economic developments in Sweden since the discount 
rate and other interest rates were raised in April 1955 
(see this News Survey, Vol. VII, p. 335) and more 
restrictive lending policies were introduced are summa- 
rized as follows in a recent monthly review of Svenska 
Handelsbanken: The restrictive policy has not been able 
to prevent a considerable rise in the domestic wage and 
price level, nor has it resulted in any appreciable im- 
provement in the balance of payments. On the other 
hand, there has been a clearly defined decrease in indus- 
trial production; this conforms fairly well with the 
general intention of the economic policy, since the restric- 
tive measures adopted were aimed mainly at dampening 
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business expansion. Consumption has been able to expand 
more or less unhindered, and this has contributed to the 
lively demand for imported goods and to the rise in the 
domestic price level. Although the contractual wage agree- 
ments for 1956 pegged increases in wages at 4 per cent, 
which is less than the 1955 increases, there is no guarantee 
that this figure will not be raised during the year. The 
total rise in incomes this year may well exceed the growth 
of available resources, especially when viewed in the light 
of the stagnation that now appears in industrial pro- 
duction. 

An indirect indication that the restrictive credit policy 
has failed to produce the desired result is the further 
tightening of credit restrictions, which was introduced on 
April 19, 1956, exactly one year after the raising of the 
bank rate. This calls upon the commercial banks to 
reduce, by the end of August, their credit outstanding, 
except for housing construction, by 5 per cent below the 
level on July 31, 1955 (see this News Survey, Vol. VIII, 
p. 336). 

Source: Svenska Handelsbanken, Jndex, Stockholm, 
Sweden, April 1956. 


Finland’s Ruble Credit 


The Finnish Government on March 15 decided to draw 
the remaining portion of the second stand-by credit of 40 
million rubles (US$10 million) that had been granted by 
the U.S.S.R. to Finland in January 1955. This part corre- 
sponds to about US$1.7 million, or Fmk 384 million. Of 
this, Fmk 231 million will be reloaned to the Kemijoki 
Oy, and the rest to a number of other companies, mainly 
for the purchase of machinery for the construction of 
power stations. 

The first stand-by credit from the U.S.S.R., also for 
40 million rubles, was granted in February 1954 and 
drawn in 1955. No information is available concerning 
the currencies in which the credits were drawn; they 
might have been drawn in gold, U.S. dollars, or other 
currencies. The credits carry 244 per cent interest and 
are repayable in ten years from the date they are drawn. 
Source: Bank of Finland, Monthly Bulletin, Helsinki, 

Finland, May 1956, 


French Bank Credit to Italy 


An agreement has been concluded between the French 
and Italian representatives of the French-Italo Economic 
Cooperation Committee whereby French banks, headed 
by the Banque Francaise du Commerce Extérieur, have 
opened a line of credit of up to 12 billion francs to the 
Cassa del Mezzogiorno and to the land reform agencies. 
The credit will be used to pay for work carried out by 
Italo-French concerns. The Cooperation Committee also 
adopted a recommendation that the project for the Mont 
Blanc tunnel scheme be implemented soon. 


Source: 24 Ore, Milan, Italy, May 13, 1956, 


German Capital Transactions 


In contrast to the goods and services account in the 
German balance of payments, which changed consider- 
ably in 1955, net capital transactions changed only slight- 
ly, the deficit increasing from DM 490 million to DM 502 
million. Among the individual items, however, redemp- 
tion payments under the London Debt Agreement de- 
creased from DM 666 million to DM 517 million; this 
was due to the fact that a large part of the debts arising 
from the standstill agreement had been repaid in 1954. 
Redemption of other debts rose substantially, as the settle- 
ment of outstanding individual loans progressed further. 
Including interest, DM 807 million was repaid under the 
London Debt Agreement in 1955, against DM 962 million 
in 1954 and DM 452 million in 1953. Thus total pay- 
ments under this agreement amounted to DM 2.2 billion, 
which exceeds the annual rate of payments of about 
DM 600 million which had been agreed upon originally. 

German long-term investments in other countries have 
assumed growing importance. The total value of permits 
issued in 1955 is DM 452 million, and actual investments 
undertaken are estimated at DM 330 million, compared 
with DM 200 million in 1954. Between 1952 and 1955, 
foreign investment totaled about DM 640 million. The 
principal form of such investment was participation in 
foreign enterprises and the creation of subsidiaries of 
German firms. Some minor capital outflow, amounting to 
DM 20 million, was caused by the use of deutsche mark 
balances held by the International Bank for Reconstruc- 
tion and Development. An additional DM 42 million was 
purchased by the IBRD against dollars or EPU curren- 
cies. No subscription payments were made to either the 
International Monetary Fund or the IBRD in 1955. 


Net foreign investments in the Federal Republic 
amounted to DM 77 million, somewhat below the 1954 
figure of DM 108 million. These figures reflect merely 
the net inflow or outflow and do not take into account 
gross movements. Most investments were financed out of 
funds held in the form of liberalized capital DM accounts 
and were made in German securities. Against a total of 
DM 1,315 million of gross foreign investments (DM 910 
million in 1954), total liquidated investments reached 


DM 1,238 million (DM 801 million in 1954). 


Permis- 


sion to German banks to repurchase German foreign 
bonds was granted by individual permits by the Bank 
deutscher Lander, but the amount of repatriated bonds 
has not been made public. 


Credits to West Germany by the European Community 
for Coal and Steel rose to DM 245 million (1954, DM 136 
million). Only about one fourth of these credits repre- 
sented the counterpart of the ECCS dollar loan, whereas 
most of the funds represented German contributions. 
Short4term capital movements resulted in a debit of 
DM 87 million, compared with a net credit position of 
no less than DM 231 million in 1954. Documentary (re- 
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imbursement ) 


y German banks in 
other countries again rose faster than credits granted 


credits taken up by 
by these banks to foreign customers. The use of these 
credit facilities grew noticeably when the domestic credit 
market was tightened in the summer of 1955. 

Source: Geschaftsbericht der Bank deutscher Lander fii 


das Jahr 1955, Frankfurt am Main, Germany, 
May 1956. 


Middle East 
Egyptian Pound Buying and Selling Rates 


The Egyptian Ministry of Finance has issued regula- 
tions for banks in determining buying and selling rates 
for foreign currencies. As a general rule, the difference 
between buying and selling rates is .002. Banks will con- 
tinue to charge their customers an exchange commission 
up to .002 on sales and purchases. 

Rates specified in payments agreements will continue 
to be effective. The rates for sterling and other curren- 
cies of the sterling area also remain unchanged, i.e., the 
buying rate is £1 
£1—LE 0.976. 

The selling rate for U.S. dollars will be equal to the 
par value plus 1 per cent, while that for the Canadian 
dollar will be fixed in relation to the U.S. dollar, taking 
into account the cross rate in London. The buying rates 
for U.S. and Canadian dollars will be the selling rates 


LE 0.974 and the selling rate is 


less .002. Rates for the Swiss franc will be determined 
in a manner similar to that for the dollar. 

With respect to currencies thai the National Bank of 
Egypt buys against transferable sterling, e.g., Belgian 
francs, deutsche mark, Scandinavian currencies, and other 
currencies whose values fluctuate in exchange markets, 
the National Bank will determine the exchange rates on 
the basis of the rates prevailing in London, Frankfurt, 
Brussels, and Ziirich, so that the rates for such currencies 
will be equivalent to rates at which coverage in sterling 
or U.S. dollars is possible. 


Source: Al Ahram, Cairo, Egypt, May 24, 1956. 


Israel's Economy in 1955 


The Annual Report of the Bank of Israel for 1955, 
submitted to the Government and the Finance Committee 
of the Parliament of Israel on May 30, states that Israel’s 
national income increased by 13.8 per cent in 1955, to 
[£1,663 million. Real output is reported to have risen by 
10 per cent, the number of gainfully employed by 5.5 per 
cent, investments by 22.5 per cent, and imports by 11 
per cent; the value of exports was about the same as in 
1954. Agricultural output, adversely affected by the 
drought, rose by only 3.3 per cent. 

Despite considerable inflationary pressure resulting 
from the inflow of capital, which increased the budgets of 
institutions receiving foreign support and the money sup- 
ply. the general price level rose less than in any previous 
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year since 1952. Higher domestic output and the import 
surplus had a stabilizing effect on the economy. Among 
unfavorable developments were the deterioration of the 
foreign trade balance, the small number of persons em- 
ployed in productive work, especially in production for 
export, and the excessive utilization of both manpower 
and materials for public works. 

Source: The Jerusalem Post, Jerusalem, Israel, May 31, 

1956. 


Jordan Imports Through Port of Aqaba 


Jordan has announced that, effective May 1, 1956, its 
imports from Austria, Belgium, Czechoslovakia, France, 
East and West Germany, the Netherlands, and Poland 
will have to be cleared entirely through the Port of Aqaba. 
In 1954, imports from these countries amounted to 17.1 
per cent of the total value of imports and 17.6 per cent 
of the total tonnage. The Port of Aqaba in that year 
handled about 80,000 tons (24 per cent) of Jordan’s im- 
ports. The new measure will tend to shift a part of 
Jordan’s import activity from Beirut to Aqaba. 

Source: Le Commerce 


April 25, 1956. 


du Levant, Beirut, Lebanon, 


lraqi Government Deposits 


Iraqi Government accounts that are now with the 
Rafidain Bank are to be transferred to the National Bank 
of Iraq. In January 1956, these deposits amounted to 
about ID 29 million and accounted for about 45 per cent 
of total deposits in commercial banks. The National Bank 


of Iraq already holds the account of the Development 
Board of Iraq. 


Source: The Iraq Times, Baghdad, Iraq, May 19, 1956. 


Far East 
Rice Agreement Between India and Burma 


A joint communiqué of the Government of India and 
the Government of Burma, issued on May 23, announces 
the conclusion of an agreement for the purchase by 
India of two million tons of Burmese rice during a five- 
year period commencing June 1, 1956 (see this News 
Survey, Vol. VIII, p. 331). Negotiations are pending to 
finalize the details of the contract, which will provide the 
means necessary for Burma to import a larger propor- 
tion of its requirements from India. Burma has under- 
taken to provide adequate facilities to develop trade with 
India to the maximum possible extent. The communiqué 
states that negotiations are to begin shortly on a new 
trade agreement, to replace an agreement which expired 
last November. The two Governments have further agreed 
to hold periodic consultations, with a view to developing 
closer economic relations. 


Source: Embassy of India, /ndiagram, Washington, D.C., 
May 28, 1956. 
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Thailand's Development Financing 

The Cabinet Council Office of Thailand has stated that 
the annual budgetary receipts of Thailand are sufficient 
only for salaries of officials, the construction and rehabili- 
tation of government buildings, the building of schools, 
hospitals, and clinics, and the maintenance of roads. In 
order to finance long-term projects, Thailand must con- 
tract foreign and domestic loans (see this News Survey, 
Vol. VIII, p. 313). Long-term economic projects include 
the 1,203.4 million baht Chanat Irrigation Dam and the 
1,134.5 million baht program for improving highways. 
Source: The Bangkok Post, Bangkok, Thailand, March 7, 

1956. 


Shipbuilding in Korea 


The Office of Marine Affairs of the Korean Government 
announced on May 4 that the construction of 73 vessels 
totaling 3,167 tons will be completed by the end of 
August 1956. With government funds of 500 million 
hwan, construction began in April 1956 on 5 passenger 
ships and freighters (560 tons), 56 fishing boats (1,863 
tons), and 12 sailboats (744 tons). With another 905 
million hwan to be released through the Reconstruction 
Bank, a project will be undertaken to construct or repair 
4,500 tons of vessels by the end of the year. The Govern- 
ment has imported US$2.71 million worth of shipbuilding 
materials. The size and type of vessel will be decided in 
accordance with the requests of end-users. 


Source: The Korean Republic, Seoul, Korea, May 5, 
1956. 


Short-Term Government Bond Market in Japan 


Since May 16, banks, insurance companies, and other 
financial institutions in Japan have been permitted to 
subscribe directly for government short-term bonds, the 
Bank of Japan taking up the unsubscribed portion. Pre- 
viously, when such bonds were issued they were accepted 
entirely by the Bank of Japan, which later sold them to 
city banks, with a view to reducing excess liquidity. 

The aim of the new procedure is the gradual develop- 
ment of full-fledged open market operations, by promot- 
ing direct marketing and interbank dealings in govern- 
ment short-term bonds. This signifies a step forward 
from the previous practice of conducting operations 
between the central bank and commercial banks. Ac- 
companying the change, the interest rate on government 
short-term bonds was reduced from 5.48 per cent to 5.29 
per cent. 

Sources: Bank of Japan, Fortnightly Letter, May 16, 
1956, and The Nippon Times, May 19, 1956, 
Tokyo, Japan. 


Abolition of Japanese Guarantee for Foreign Exchange Transactions 


The Japanese Government has announced to the foreign 
exchange banks concerned the complete abolition of the 
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Letter of Undertaking and Authorization (LUA) System, 
effective from August 16. As of December 20, 1955, LUA 
documents for foreign exchange transactions exceeding 
six months had been terminated in view of the gradually 
rising credit standing overseas of Japanese banks, which 
accompanied the favorable turn in the country’s interna- 

tional reserves (see this News Survey, Vol. VIII, p. 201). 

The latest action signifies a further step toward nor- 

malizing Japan’s foreign exchange tranctions. 

Although the reaction of foreign banks is not yet clear, 
it is expected that they may require deposits for establish- 
ing Letters of Credit, may decrease the credit line already 
extended to Japanese banks, and may require Japanese 
banks to increase to 10-20 per cent their foreign exchange 
deposits for Letters of Credit and usance bills. 

Sources: Bank of Japan, Fortnightly Letter, May 16, 
1956, and Japan External Trade Recovery Or- 
ganization, Japan Trade Bulletin, June 1, 1956, 
Tokyo, Japan. 


Philippine Exchange Control 


The Central Bank of the Philippines has announced 
that foreign firms will be allowed to remit from 25 per 
cent to 100 per cent of their profits and dividends abroad, 
depending on a system of priority ratings. Firms earning 
or saving dollars, employing as much domestic labor as 
possible, utilizing maximum amounts of local raw mate- 
rials, and consuming as little foreign exchange as possible 
will be allowed to remit as much as 100 per cent of foreign 
participation in their net earnings. Under the former 
policy, such firms were allowed to remit no more than 
30 per cent of their depreciated fixed assets as of Decem- 
ber 31, 1949 or 30 per cent of their foreign participation 
in the capital stock as of December 31, 1949, whichever 
was higher. 

The Central Bank has also announced that it will con- 
sider contracts for the sale of forward foreign exchange. 
In accordance with this new regulation, dollars may be 
purchased at the official rate for future delivery for the 
following transactions: imports of industrial machinery 
and equipment approved in advance by the Central Bank’s 
Monetary Board; imports of industrial machinery and 
equipment by the National Economic Council and ap- 
proved by the Industrial Development Center, the financ- 
ing of which has been approved by the Central Bank; 
imports of-industrial machinery and equipment financed 
from credit granted to the Philippines by the Export- 
Import Bank of Washington; and outstanding loans 
and/or credits which have been or which may be granted 
by U.S. banks to Philippine banks under arrangements 
approved by the Central Bank. The purpose of the new 
regulation is to promote greater use for industrial develop- 
ment of both Central Bank dollar resources and the dollar 
credit from the Export-Import Bank. Forward exchange 
sales will eliminate risks of exchange rate changes for 
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importers to the Philippines and also will guarantee for- 
eign creditors that dollars will be available when pay- 
ments fall due. 


Sources: Philippine Association, Philippine Newsletter, 


May 10, 1956, and Philippine American Cham- 
ber of Commerce, Weekly Bulletin, May 18. 
1956, New York, N. Y. 


Philippine Gold Subsidy 


The Philippine Congress, in its recently concluded 
regular session, approved legislation extending the govern- 
ment subsidy to gold mines for two years beyond the 
expiration date of June 30, 1956. 

Source: Philippine Association, Philippine Newsletter, 
New York, N. Y., May 24, 1956. 


United States and Canada 
U.S. Farm Legislation 


The Agricultural Act of 1956, which was signed by 
President Eisenhower on May 28, is intended to restrict 
total productive acreage and thus help prevent excessive 
supplies from hindering domestic and foreign trade in 
farm products. The Act replaces a bill, vetoed by the 
President in April, which contained provisions for a re- 
turn to high, rigid price supports for major farm com- 
modities. In signing the new law, the President indicated 
that it was not in complete accordance with his recom- 
mendations, but that its advantages appeared to outweigh 
its harmful provisions. 


The outstanding feature of the new law, and the first 
major innovation in government farm programs in the 
postwar period, is the provision for a “soil-bank” pro- 
gram. This program has two parts: an acreage reserve 
program, under which payments not in excess of $750 
million per year will be made to farmers in 1957, 1958, 
and 1959 for reducing their-acreages below allotments 
already provided for in existing legislation; and a conser- 
vation reserve program, providing for annual payments 
not to exceed $450 million. The latter program provides 
for 3-15 year contracts for establishing protective cover- 
ing, such as grass and trees, to conserve water and prevent 
erosion. Payments to farmers under the acreage reserve 
program will be based on normal yields at price support 
levels, minus production costs, and will take the form of 
negotiable certificates redeemable in cash or in grains 
from surplus government inventories. Provision is made 
for payments in 1956, but congressional delay in enacting 
the bill will severely limit their amount, since most farm- 
ers have already planted their 1956 crops. Under the 
conservation reserve program, payments to farmers will 
be based on a combination of criteria, including the value 
of the land for production of commodities customarily 
grown, prevailing rates of cash rental for similar land, 
and the incentive necessary to obtain contracts covering 
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sufficient acreage to accomplish the purposes of the pro- 
gram. 


Another section of the law authorizes the appropriation 
of $500 million annually to enable the Secretary of Agri- 
culture to remove perishable commodities from the mar- 
ket, to prevent price declines. This is in addition to the 
30 per cent of customs receipts which, under earlier legis- 
lation, is available for this purpose; funds from these 
customs receipts have been used in recent months to bol- 
ster pork prices. While the new law in part preserves 
the flexible support provisions of existing legislation, it 


BALANCE OF PAYMENTS YEARBOOK 
Volume 7, 1954-55 


The seventh volume of this series continues the 
loose-leaf system used for Volumes 5 and 6. Under 
this system, the Fund’s balance of payments data for 
individual countries are published monthly, as the 
data become available, and subscribers receive the 
information much more promptly than they would 
if publication of all data were delayed until a com- 
plete volume could be assembled. The sections for 
Volume 7 thus far issued (in May and June 1956) 
cover data for Belgium-Luxembourg, Brazil, Canada, 
Ceylon, Costa Rica, Egypt, Ethiopia, Iraq, Paraguay, 
Sweden, the Union of South Africa, the United 
States, and Uruguay. 

Volume 7, when completed, will contain basic sta- 
tistics, with explanatory notes, for about 65 countries 
for the years 1954 and 1955. For about two thirds of 
the countries, regional details will be shown; and 
for the more than 25 countries that report quarterly 
or half-yearly data, figures for the first halves of 
1955 and 1956 will be published. New analytic tables 
and staff commentaries will be given, and similar 
material contained in Volumes 5 and 6 will be brought 
to date. In addition, consolidated area statements 
for such country groups as the United States and 
Canada, the sterling area, OEEC countries, and the 
Latin American Republics will be shown, as well as 
summary statements for most individual countries, 
expressed in U.S. dollars and covering several years. 

Information given in the fifth and sixth Year- 
books will not, as a rule, be repeated in the seventh, 
However, any new or significantly revised data for 
past years that become available will be shown. The 
three volumes are so planned that they may readily 
be used together to provide a comprehensive review 
of balance of payments statistics from 1947 through 
1955. 

Price of the loose-leaf sections, which will cover 
the entire Volume 7, is $5.00 (or the equivalent in 
other currencies). A binder for filing the sections 
may be purchased separately for $3.00. NO BOUND 
VOLUME WILL BE AVAILABLE, but a title page 
and a table of contents will be furnished for the 
convenience of subscribers who may wish to bind 
their loose-leaf sections. Address subscriptions to 


The Secretary 


International Monetary Fund 
1818 H Street, N. W., Washington 25, D.C. 
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departs from them in several instances. Price supports for 
corn and other feed grains are rigidly set at levels above 
which they normally would have been under the flexible 
program, and acreage allotments for rice and cotton in 
1957 and 1958 are frozen at the 1956 level. Parity prices 
for wheat, corn, and peanuts will be maintained at present 
levels during 1957. 

The new law also provides for the sale abroad of 
government-held cotton at competitive prices. The quanti- 
ties of cotton to be sold are such “as will re-establish and 
maintain the fair historical share of the world market for 
U.S. cotton.” The Secretary of Agriculture has indicated 
that he considers 5 million bales to be such a share, based 
on the present level of world trade in cotton. The Presi- 
dent criticized this provision as possibly having serious 
disruptive effects in world cotton markets. Import restric- 
tions on long-staple cotton were intensified by including 
in the yearly quota staple lengths of 11'4¢ inches and 
longer. Another section of the law authorizes the President 
to negotiate agreements to limit farm imports or products 
manufactured therefrom, including textiles or textile 
products, outside of the procedures established by U.S. 
trade agreements legislation. The President described this 
section as “an undesirable complication in the field of 
foreign trade.” 

Sources: 84th Congress, Second Session, H. R. 10875, 
May 18, 1956, and H. R. Report No. 2197, 
May 22, 1956, Washington, D. C.; The Journal 
of Commerce, New York, N. Y., May 29, 1956. 


Canadian Farm Income in 1955 


Net farm income in Canada was Can$1,454 million in 
1955, an increase of 22 per cent above the $1,190 million 
of 1954. The increase was mainly a reflection of increased 
farm-held inventories of grain following better crops in 
the Prairie Provinces, together with an increase in live- 
stock inventories. Cash income from the sale of farm 
produce and from participation payments on earlier crops 
actually fell by $42 million, to $2,353 million in 1955, and 
operating expenses increased slightly. The fall in cash 
income was due largely to smaller receipts from the sale of 
coarse grains and hogs, and to reduced participation pay- 
ments; receipts from wheat, cattle, and dairy produce 
showed some increase. 


Source: Dominion Bureau of Statistics, Weekly Bulletin, 
Ottawa, Canada, June 1, 1956. 


Wider Scope for Canadian Industrial Development Bank 


The lending powers of the Canadian Industrial Develop- 
ment Bank have been extended by recent legislation. The 
Industrial Development Bank was established in 194 as a 
wholly owned subsidiary of the Bank of Canada for the 
purpose of extending loans to small and medium-size in- 
dustrial concerns in manufacturing and certain other 
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fields. Under the new act firms in several additional fields, 
including the extractive and construction industries, will 
be eligible for loans. In addition, the limit on loans of 
more than $200,000 by the Bank has been extended from 
a total of $50 million to $75 million. 


Source: Department of Commerce, Foreign Commerce 
W eekly, Washington, D. C., May 28, 1956. 


Latin America 
Brazilian Exchange Rates 


The exchange rates for Brazil’s minor exports, which 
account for roughly one fifth of total exports, have been 
devalued by raising above the official rate the bonus paid 
to exporters. The effective rate for exports of cotton 
linters, fruit, timber, carnauba wax, tea, manganese, iron 
ore, and vegetable oil has thus been raised from 50 
cruzeiros to 55 cruzeiros per U.S. dollar; that for exports 
of piassava, castor seed, soya beans, and leaf tobacco, 
from 43 cruzeiros to 55 cruzeiros; and that for exports of 
all other listed goods, mainly manufactures, from 50 
cruzeiros to 67 cruzeiros. The effective rates of 37 cruzei- 
ros for coffee and 43 cruzeiros for cotton, cocoa, and hides 
remain unchanged. 


Source: The Economist, London, England, May 26, 1956. 


Argentine Payments Arrangements with Europe 


Agreement has been reached in principle for the repay- 
ment of Argentine debts and the establishment of a multi- 
lateral payments system between Argentina and Austria, 
Belgium, France, Italy, the Netherlands, Norway, Sweden, 
Switzerland, and the United Kingdom. A system of pay- 
ments in transferable currencies is to be set up as early 
as possible in June. Agreement has not yet been reached 
with two countries participating in the recent negotiations 
with Argentina. West Germany has had difficulty estab- 
lishing the extent of Argentina’s liabilities to German 
traders, but has expressed a readiness to join the multi- 
lateral system as soon as possible. Denmark has not yet 
decided whether to join. 

The main difficulty in establishing the new arrangements 
has concerned Argentina’s debts to Western Europe, which 
amount to some $450 million. They comprise government 
debts, arrangements with central banks, and liabilities to 
private concerns. Argentina’s liabilities to West Germany 
are mainly commercial, which amount to about $100 
million; it is believed that some refinancing may be nec- 
essary. The nine countries with which agreement has 
been reached have acceded to an Argentine proposal to 
settle outstanding debts on an equal footing by progres- 
sively increasing annuities over a period of ten years; an 
average rate of interest of 31 per cent has been agreed. 

The new payments system will not take the form of a 
eurrency club on the Brazilian model (“The Hague Club”) 


since, in that case, special arrangements were necessary to 
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take account of Brazil’s currency auctions (see this News 
Survey, Vol. VIII, p. 75). From the standpoint of the 
United Kingdom, the main features of the new arrange- 
ments with Argentina are that all transactions will be 
carried out at an official cross rate, and that Argentina will 
not discriminate among the nine member countries. No 
other significant changes are contemplated vis-a-vis ster- 
ling; Argentina is already able to spend sterling anywhere 
throughout the non-dollar world. 


Under the new system, U.K. exporters should be able 
to secure a larger share of Argentine trade. Previously, 
a large part of Argentina’s sterling earnings were ear- 
marked for purchases of oil and other sterling area raw 
materials; this, presumably, will no longer be necessary. 
But Argentina is still having payments difficulties, and no 
relaxation of import restrictions appears to be contem- 
plated at present. Detailed discussions between the United 
Kingdom and Argentina will begin in the next few weeks; 
the present trade and payments agreement expires on 
June 30, 1956. As a result of the debt settlement, the 
U.K. Government short-term loan of £20 million will be 
repaid over ten years. It is not known whether agreement 
has been reached concerning Anglo-Argentine Tramways 
and the Primitiva Gas Company. 


Source: The Times, London, England, May 31, 1956. 


Other Countries 


Wage Increase in Australia 


Following a decision of the Commonwealth Arbitration 
Court, the basic weekly wage of workers under federal 
awards is to be increased by 10 Australian shillings in 
June. The trade unions had asked for a weekly increase of 
£A 1, the restoration of cost of living adjustments, and 
the recoupment of adjustments that had not been granted 
since the automatic process was discontinued by the Com- 
monwealth Arbitration Court in October 1953. The Court 
agreed—in part—only to the first request and stressed 
that the 10s. increase was not intended to apply to workers 
under State awards who have continued to receive cost 
of living adjustments under State legislation. 


The Court said that the increase would have been 
greater but for the burden of increases in State basic 
wages. The wage fixed by the Court was based on the 
capacity of the economy to pay and not on the price level. 
If the Commonwealth basic wage were increased to the 
level of State basic wages, the country could not pay the 
increases without the risk of serious inflation and un- 
employment. 

The State Governments will have to decide whether this 
increase is to be given to their public servants and to 
private industry workers under State awards. 

Source: The Financial Times, London, England, May 26, 
1956. 
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South Africa's Wool Sales 


Although South Africa’s wool production in the season 
ended May 31, 1956 reached a record of 1,058,000 bales, 
compared with 1,006,621 bales in the 1954-55 season, 
aggregate proceeds fell to £53.5 million this year, as a 
result of lower prices. Receipts from wool sales amounted 
to £58.8 million in 1954-55, and to £64.2 million in 
1953-54. 

Source: The Financial Times, London, England, June 1, 
1956. 


Rhodesia Tobacco Sales 


The second official estimate places the Rhodesian flue- 
cured tobacco crop of this season at 160.5 million pounds, 
an increase of 3 million pounds over the first estimate 
(see this News Survey, Vol. VIII, p. 324), and consider- 
ably above the 1954-55 crop of 128.2 million pounds. 


In the first ten weeks of the tobacco auction sales in 
Salisbury, 39,935,700 pounds of flue-cured tobacco were 
sold for £5.3 million at an average price of 31.89d. per 
pound. At the equivalent stage of last year’s sales, 
39,986,325 pounds had been sold for £7.0 million at an 
average price of 42.12d. Sales were suspended between 
April 9 and 20, 1956 on the initiative of the Rhodesia 
Tobacco Marketing Board, which gave as a reason for 
their action “the erratic and somewhat uncertain state of 
the market.” Following discussions between the Market- 
ing Board and the Tobacco Advisory Committee of the 
British Board of Trade, sales were reopened on May 20, 
1956. 

Sources: Barclays Bank D.C.O., Overseas Review, May 
1956, and The Financial Times, May 28, 1956, 
London, England. 


Fund Transactions 


The record of Fund transactions published in /nterna- 
tional Financial Statistics, June 1956, shows that in March 
1956 Burma purchased from the Fund $15 million with 
kyats. 


International Financial News Survey, written by 
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